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Dear Sir 

Report of the Aimdiitor-Genet'al on the financial stateme nite and other legal 

requirements of Jo-MoroSong Municipality for the year ended 30 June 201 1 

1 . The above-mentioned report of the Auditor-Genera! is jubmitted herewith in f ^ 

21 ( 1 ) of the Pubiic Audit Act of South Africa read in co ^junction with section 1 88 of the 
Constitution of the Repubiic of South Africa and sectio 1 121{3) of the Municipal Finance 
Management Act of South Africa (MFMA). 

2 We have not yet received the other information that wi. be included in me annual report 
the audited financial statements and have thus not bee n able to estab ish whether ^ 
any inconsistencies, beteen this information and the s-udited financial statement ar^d . 
reported performance against pre-detemnined objectives, 
information as soon as possible. Once this information ?s received it 
any inconsistencies be identified these wilt be commur icated to you and you w li 
to make the necessary/ corrections. Should the correcti :ins not be made we will emend and 

reissue th© audit report. 

3. !n terms of section 121(3) of the MFMA you are requiK-'d to include the audit report in the 
municipality's annual report to be tabled. 

4. Until the annual report is tabled as required by section 'i 27(2) of the MFMA the audit report Is 
not a pubiic. document and should therefore be treated as confidential. 

5. Prior to printing or copying the annua! report which will liclude the audit report you are lequlred 
to do the following; 

0 Submit the final printer’s proof of the annua! report the relevant senior 
Audifor-Genera! of South Africa for vetification of th s audit-related references 
report and for confiiTnation that the financial staterr ants and other f 
documents that have been read and audited. Spec, ai care should ba taken with the page 
references in your report, since an incorrect referar ce could have audit implicauono. 

0 The signature Auditor-Genera! in the handwriting a the auditor authorised to sign th® audit 
report at the end of the hard copy of the audit repor t should be scanned in ‘ ;r 

to print the report. This signature, as well as the pl£ ce and date of 
General of South Africa’s logo, should appear at th< r end f 

that is provided to you. The official logo will be made available to you in electronic foimat. 

6. Piease notify the undersigned Senior Manager well in advance of the date on which the annua! 
report containing this audit report wiil be tabled. 


www.ogsa.co.zc! 







Audiling to build public confidence 



7. Your cooperation to ensure that all these requirementi are met \mii\6 be much appreciated. 
Kindiy acknowledge receipt of this tetter. 


Yours sincerely 



V • 

Marshae Papiah 


Senior Manager; Northern Cape 


Enquiries: Louis Botha 

Telephone: (053) 831 1016 

Fax; (053) 833 3231 

Email: L 0 ulsb@agsa.G 0 . 2 a 



report of the auditor-general to the NORy-ifRfJ 

LeGBLATURE AMD THE COUMCH. ON JOE M0R0L0W6 tO'-AL MUMICIPALITY 

report ONI THE FINAWCIAL STATEflfiElMTS 


1 I was engaged to audit the accompanying financial statemente of 'hejo® 

■ Local Municipality, which comprise statement ° not 

nc\ !iint= 901 1 thp statement of financial performance, statement or cnanges 
assets and cash tow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory infoimation, a 
pages 1 to ill 


officers responsibSHty for the fmanciag stefoments 


2 The accounting officer is responsible for f 

these financial statements in f 

Generally Recognised Accounting Practice ( , . , ^ ith Africa ? 003 (Act 

recfuirements of the f\/lunicipa{ Finance Management Act oj South Ato. 2003 A 
LA^ronn^ fMFMA^ and Division of Revenue Act of South Africa, 2010 (Ac 

No 1^of 2010 1 amended) {DoRA). ^nd for -such 

determines necessary to enable the preparation of the rinanctaS statcmon 

free from material misstatement, whether due to fraud or error. 

Audlfor-geoiisrars respoinscbiiity 

3 AS required by section 188 of the Constitution of South Ate, 1^386 

Vqqrv nnd ^,ertion 4 of the Public Audit Act of South Africa. 2004 (Act m lo oi 
:?on4WPAAi mv responsibility is to express an opinion on the financia statement 
based on conducting the audit in accordance with the international 
A rln .nH r Notice 1111 of 201 Q issued In Government Gazette 33872 of 
15 December 2010 Because of the matters described in the basis for disclaimer of 
opin"m;fphs, T was unable to obtain sufficient appropriate audit evtoenoe to 

provide a basis for an audit opinion. 

Basis foil’ disclaimer of oponios'i 


Jteht!“VsuTcStepTtoptote a“udit Evidence “““ 

transaction of R1 8 321 723 and credit transactions of K5 1 80 601 procostoo againo 
the accumulated surplus. 

sufficient appropriate audit evidence for debit entries 

rrpriif ioLtrna! entries of R4 906 014 passed to restate the correspond ng I'Sures roi 
current portlcn^of long-term dy 

exchange transactions, receivables from exchange ‘ranstotOTS prope^y, 

equipment, intangible assets and accumulated ^dtpi- completeness 

ConLquently, i could not obtain reasonable assuiance on the comp lei .. , 





valuation and allocation and the rights pertainii ig to coHtoCLion of ettof di^c . 
in note 24 to the financial statements. 

FropoEty, plairni and equipiTsetit 

6 Property, plant and equipment of R64 703 021 (201 D; R44 ^ ^ 

’ in note 8 to the financial statements. ! could no obtain "f ^ 

completeness, existence, rights, valuation ai i allocation P P 7- 
equipment dtscloseoi. due to the matters listed I elow: 

G Assets of R61 239 858 could not be cor firmed as the asset register does not 
have all necessary fields to permit the id sntification of these asse s. 

G 1 could not obtain sufficient approp late audit 

amounting to R20 337 395. A number o assets identified on the pf en 
the municipality could not be traced to tt 3 asset register 

The municipality’s records did not permit t ie application of alternative audit 
procedures. 


SA Standards of GRAP 17, Property, plant and 
initial recognition at cost, an item of property, p 
at cost less accumulated depreciation anc 
f/iunicipsi land owned was not disclosed in 
determine the amount by which property, piani 
no valuation roll was prepared by the municipas 
not update the fixed asset register with the con' 
plant and equipment wa^ understated by R39 8 


"iquipment, states that subsequent to 
-snt and equipment should be carried 
’ accumulated impairment losses, 
ne asset register. I was unable to 
and equipment was understated as 
ty. Furthermore, the municipality did 
pleted projects. As a result property, 
53 636 in the financial statements. 


The amount of R64 703 021 disclosed in Une ^ 

the amount disclosed In the fixed asset regi ter of R61 239 888 resulting 
difference of R3 463 163. 


Casti! aod cash eqimivalieiriit 

9 Cash and cash equivalents of R20 842 159 {2i 
note 16 to the financial statements. As re 
appropriate audit evidence could not be obtai 
Consequently, I was unable to perform satii 
reasonable audit assurance on the classi 
completeness, existence and rights and obtlc 
equivalent. 


10: R29 085 680) was disclosed in 
.orled in the prior year sufficient 
led for transactions of R7 51 3 23rl 
factor^/ audit procedures to obtain 
Ication, valuation and allocation, 
ation pertaining to cash and cash 


Taxes 


The value-added tax (VAT) was disclosed as F**' 

note 7 to the financial statements. Tlie South A ’‘f" he 

account after assessment -fleeted a RIO 0® ^ » 

VAT disclosed was overstated by R4 007 870. I coiiio not aeienm . 
the other account balances or classes of lia isactions co . 
statements. 


\ 



I 

I 




] 


Receivsbtes frosB ejcdhainsgio ti!*8iri!sactiot''!is 

, AS reported in the prior, year sufficient f 

obtained for trade receivables from re^onable audit 

unable to perfomi satisfactory audit procedu obligations 

assurance on the completeness, existence, 

pertaining to receivables from eKOhanged transi«^ 

analysis was not disclosed in the financial siatement., ror ine 
financial year. 

ReceiwabSes ^rom nc're“excbainige transactiotis 

12 I could not obtain reasonable assurance on as 

rights and obligations of receivables . statements as sufficient 

Rm 929 (2010: R159 808) note 14 to the ^rds did not pe^ 

appropriate audit evidence could not be obtained. The entity 
the application of alternative audit procedures. 

"ra " 

13. 



14. 


15. 


disclosed in note 5 to the financial valuation, rights and 

audit evidence to satisfy rnyseh in the staterne^^^ 

^"110" C TntityTreSrds « not'peimit the application of alternative 

audit procedures. 

SA Standards of GRAP 104, Finanda^ 

states that payables are f®“9nised as teMi les when^^^^^^ 

the contract and, as a consequence, ^ ices received of at least 

did not accrue for liabilities in respect |.,3y3 peen to reduce 

R287 362. Had these invoices been accrued Ih • increase 

mf/nmius for the oeriod and the accumulated surplus by R28/ 3b2 anu lu 

toe rayfbtel in of hnanclal position by toe same amount. 

payable has not been raised for the -ploy^"^ 
year. As a result provision is understated by R9 14 653. 


Contiogesfst liabilities 


16. 


SA Standards of GRAP 19, ooSv o/anfSlow in SSent 

assets, paragraph 110 Jcon^naent liability at the reporting 

is remote, an entity shall disclose for 2 ® „iSlity Contingent liabilities 

r undSta^'r^^^^^^ 101 i t*y oonLed with toe supplier was not 

disclosed under note 39 to the financial statements. 


ComnimltETiients 


17. 


. ^ D« n7Q A'li m010- R59 355 OOQ) were disclosed in note 33 to the 

Commitments of R6 079 411 7 ^ . ; gg to the completeness and 

financial statements. ! was ^59 355 ooO) due to a lack of a 

valuation of commitments of R6 079 4 t account for commitments, 

commitment register and the absence of a system to accoum to 







\ 



18. 


s» S«nd.,a. ot ORAP Prop*. "'S 

s=“ riSp‘sr.r..;q;p * 

R4 972 229 in fespect of projects in progre. 


Inventory 


19. 


20 . 


. ni.p ,7 ft 79 \ in note 12 to the financial 
inventory was disclosed as R1 228 to support transactions of 

statements Sufficient appropriate audi provided. Consequently, 1 did 

r™sSpSf.Tp.is.,%i=s.- 

audit procedures. Inventories 

oA standards of GRAP 12, Inventories, fand and other property 

encompass goods purchased ah'! r 6S1 150 as the municipality did not 


Revenue from non-eKchange transactions 


21 . 


22 . 


23. 


uefrom 

f o, ,-vf r-J-ini B53 644 (2010: R8i 464 b2n^ 

rss 

ia^" " 

• gss'S~“ 

be traced to the bank statements. ^ 

. sufficient appropriate “ 

credit journal entries of R9 998 008 could 

SA Standards of GRAP 23, Revenue from as 

inflow of resources from ® between the amount disclosed in the 

revenue, A difference of fecaiv^ other spheres of government, 

financial 9™. 

resulting in revenue being oveisUed By M ha. an 

SA Standards of GRAP 23, Revenue from IfJ?® ^™hairbe"'recognised as 

inflow of resources from ® /'“"glgjjSsaLrem^ 

revenue, except to the extent that a liaM g,,,^ revenue recognised as and 

inflow. Any liability recognised ^ ®tions of the grant. Electricity 

when the municipality not recognised or disclosed in P°‘® ^ gnj 

Sarr= sr r;::! 

rr toatTh« ^ 








Reverfiyie from ©xcEiaogs transactiofnis 


2^ Revenue from exchanged transactions of R' 176 611 (2010: R1 ^20 420 ) *as 
disclosed in note 13 to the financial siatements. However, the following 
discrepancies were identified; 

. The amount disclosed in the trial balance r R4 781 500 and the amort 

the financial statements is R5 204 653, resulting m an overstatement or 

R423 153. . 

«. Revenue was understated by R374 977 as invoices to this value were not 
recorded In the general ledger. 

= interest earned was R653 807 as per thr ■ bank “nfirmation and the amort 
disclosed per the financial statements was R893 107, resulting m 
understatement of R239 300. 


25 Other operating grant expenditure of R36 215 591 (2010: R2i f ^ 
^srSrsed in note 22 to the financial statements. The accuracy 
completeness and occurrence of other operating 

confirmed as sufficient appropriate audit evttence could not be ob 
entity's records did not permit the application of alternative audit procedut eo. 

26. The amount disclosed per the statement of financial performance of 

and the amount disclosed in note 17 is R42 310 662, lesulhng in pnr’ible 

R6 106 071. Sufficient appropriate audit evidence could not be provide * 

me to reconcile this difference. 


28 . 


EKpeBcjityre 

27, Expenditure of R88 625 356 (2010: R63 719 571) was ■ 

financial perfoi-mance. I could not obtain reasonable a.:=suran . 
completeness, accuracy, classification, cutrofi* and occurren _ ' J fej- 

Sufficient appropriate audit evidence and explanations could no . 

^ , I j intirnsk nf R1 447 813. I Was unable to penonn 

general expenses of R623 653 and journal* oi \ that all 

satisfactory alternative audit procedures to obtain reasonab e fssurance that 
goods and services were properly recorded as the municipality s systems did not 

allow for this. 

As reported in the prior year sufficient appropriate audit "° 3 ,dit 

obtained for expenditure. Consequently, 1 vras unable to 
procedures to obtain reasonable audit assurance on the cteoSiticaiion, 
completeness, cut-off, accuracy and occurrence pertaining to expenditure. 

29. SA Standards of GRAP 1 , Presentation of financial statements J,® 

that the financial statements shall present fairly the °s ®f 

entity. Fair presentation requires the faithful representation of ‘h® “ 

transactions, other events and conditions in rth he dert^ 

recognition criteria for expenses. Expenditure was misstated due to the loliowing 

matters: 

. invoices to the value of R6 902 830 was not recorded in the general ledger 
resulting in an understatement of R6 902 830. 



• 1 of R76 627 623 W3S 

;r tC""ornt ® 

in a difference of R2 325 048. ..M.rid in bulk purchases and 

Transactions of R913 580 "resulting in bulk purctees 

R913 680. 



E„rpiovae benefits _ 

ro Current employee benefits of R1 6 1 3 324 (2 • J ^ completeness 

3 to the financial statements. I '*'f gf tUnJi disclosed in the Snanaal 

fsrws -Spi. 

unspent cor.ditional grants ^ 

33 unspent conditional The amount as per the 

"'■■' 973) were disclosed in note 6 ^ loer the trial balance was 

financial statements was 334 M ® ° 574 ^gg. 

R25 760 735 resulting in an over.>ldtement or 

Long - term liabilities payables , 

IAS 39 Financial instruments: Recognition and tv,e contract and, as 

;r,SA "Si - - 

of loans amounting to R427 1 82. 


36. 


lar expena«^uB&- . 

irregular expenditure was dlsrJosed as R61 %°rfor^m satisEwtory audit 

aTfto the hnancial statements, 1 P^petencss of irregular 

p ocedures to obtain -esohab e assur ce on . ^ 

rAiiiri not be provided for contract 



B Sufficient appropriate audit evidence could not be obtained for 

Consequently, I couid not determine whether bids v\/ere evaluated by the bo 
evaluation committees which were composed of officials from the depaitrnems 
requiring the goods or services and at least one SCM piactitionci o te 
municipality as per the requirements of SCM regulation 28{2). 

30. Section 112 of the MFMA requires the entity to implement and maintain an 
appropriate procurement and provisioning system which is fair, equitable, 
transparent, competitive and cost-effective, irregular expenditure was misstated due 
to the following matters: 

® Irregular expenditure of R1 074 619 was incurred in the period as a result of the 
contravention of SCM legislation. 

o Goods and services of a transaction value above R200 000 were procured 
without inviting competitive bids as per the requirements of SCM regulation 
1 9{a) and 36(1) the above award is at R6 805 07. 

o For the awards valued at R2 029 891, the preference points system was riot 
applied in all procurement of goods and services above R30 000 as 
section 2(a) of the Preferential Procurement Policy Framework Act and SCM 
regulation 28(1 )(a). Furthermore, invitations for competitive bidding were not 
always advertised for a required minimum period of days as per the 
requirements of SCM regulation 22(1) & 22(2). 

Fruiltiess aiidt wasteful expesiditore 

37. Fruitless and wasteful expenditure of R66 800 (2010: R66 800) was disclosed in 
note 31.2 to the financial statements. As reported in the prior year sufficient 
appropriate audit evidence could not be obtained for fruitless and wasteft^ 
expenditure of R300 000. Sufficient appropriate evidence could also not be obtained 
regarding the omission of the above in the comparatives for the current financial 
statements. Consequently, I was unable to perform satisfactorily audit procedures to 
obtain reasonable audit assurance on the classification and accuracy, an 
occurrence pertaining to expenditure. 

Related party 

38. International Public Sector Accounting Standards, IPSAS 20, R&lai&d-pariy 
disclosures requires disclosure of the remuneration of key management personne 
and number of individuals. The total remuneration of key management personnel 
was not included in disclosure notes 19 and 20 to the financial statements, resulting 
In the understatement of R963 736. 

Dsscfiai Ollier of opinioni 

39. Because of the significance of the matters described in the basis for disclaimer of 
opinion paragraphs, 1 have not been able to obtain sufficient appropriate audit 
evidence to provide a basis for an audit opinion. Accordingly, i do not express an 
opinion on the financial statements. 


Emipiliasos of matters 

[ draw attention to the matters below. My opinion is not modified in respect of these matters. 



Restatement of corre-s ponding figures 

40 As disclosed in note 24 of the financial statem. mts, ‘h® e°rors 
June 201 0 have been restated, amounting to ^.4 90S 0|4 as a ®® „ 1^3 ftv 
discovered during 30 June 2011 in the financial statements or the municipali y. 

Oiisatjitliiorlsed expendituire 

41 , AS disclosed in note 31 ,1 to the financial stat tStndi^ 

R36 136 295 was incurred due to overspendsnc, on votes and unsp g 

utilised in operating expenditure. 

AdditionaS matters 

I draw attention to the matters below. My opinion is not modified in respect of these matters. 
Mateiial inconsistencies in other information inolur ied in the annual report 

42. I have not obtained the other information indue ad In ‘he annual 

been able to identify any materiai Inconsistencie s m the financial btatement . 


4 / 4 , 


43 The supplementary Information set out In appe ndices A to D does not ® 

Z finLcial statements and is presented at additional 
audited these schedules and accordingly I do m t express an opinion thei 

REPORT OH OTHER. LEGAL AMD REGULAT ORY Rf iQUiREWlES^lTS 
In accordance with the PAA and In terms of Ge 

Government Gazette 33672 of 15 December 2 m i indu^ non- 

the annual performance report as set out on pages t ^ j.Gi ■" 
compliance with laws and regulations applicable to the municipality. 

Predeteii’inrfiiiniecS olb|ectiives 

Presismtatjon of lEUformatloin 

45. The foliovrfng criteria are relevant to the findings laelow: 

c Perfoimance against predetermined objectives vas not reported using the National 
Treasury guidelines. 

40. Audit findings: 

o Measures taken to improve performance w sre 

rpDnrf as reaulred in terms of section 46(1 -(c) of the Municipai Systems 
south AMc^ aS (Act No. 32 of 2000 ) (f ISA), in total, 100% of the reported 
targets where improvement is required were not explained. 

« Adequate explanations for major variances relween “i® P'f ""f 

rpDorted tarqets for objectives were not pr wided, as required in terms ^ ^ 

relevant reporting guidarice. In total, 10Q“/f of the reported targets wi i 
variances were not explained. 



Usefojiiness of onformatEoeii 


47. The foitowing criteria are relevant to the findings below; 

o Consistency: The rejDorted objectives, indicators and targets are not consistent 
with the approved integrated development plan. 

48. Audit findings: 

& Planned objectives, indicators/measures and targets included in the integrated 
development plan are not consistent with the SDBIP. In total, 83% of all planned 
objectives, indicators and targets specified in the service delivery budget 
implementation plan for the year under revievtr were not included in the 
integrated development plan submitted for audit purposes, 

Relilabiiity ©f mformatSon 

49. The following criteria are relevant to the findings below: 

o Validity: Actual reported performance did not occur and does not pertain to the 
entity. 

0 Accuracy; The numbers and other data relating to reported actual performance 
have not been recorded and reported appropriately. 

® Completeness: All actual results and events that should have been recorded 
have not been included in the reported perfomiance information. 

50. Audit findings: 

c-- For the selected objectives the validity, accuracy and completeness of 50% of 
the reported targets could not be established as sufficient appropriate audit 
evidence.and relevant source documentation could mot be provided. 

CompHiSRce with taws and regulations 

Strategic planning and perfonmianee managemeriit 

51. The accounting officer of the municipality did not by 25 January assess the 
performance of the municipality during the first half of the financial year, taking into 
account the municipality’s service delivery performance during the first half of the 
financial year and the service delivery targets and performance indicators set in the 
service delivery and budget implementation plan as required by section 72(1)(a){ii) 
of the Municipal Finance Management Act, 

52. The accounting officer of the municipality did not submit the resuits of the 
assessment on the perfonmance of the municipality during the first half of the 
financial year to the mayor of the municipality, the National Treasury, and the 
provincial treasury as required by section 72(1 )(h) of the Municipal Finance 
Management Act 

Arsnyal finainiciaS statemerits, performance arad aainwal report. 

53. The accounting officer did not submit the annua! financial statements of the 
municipality for auditing, within two months after the end of the financial year as 
required by section 126(1)(a) of the Municipal Finance Management Act 


54. Late submission ot the annual firiaiiciaf statements to the Auditor-General foi’ 
auditing was not appropriately addressed by the mayor and/or municipa! council as 
per the requirements of section 1 33{1) of the Municipal Finance Management Act. 

55. The financial statements submitted for auditing were not prepared in ali material 
respects in accordance with the requirements of section 122 of the Municipaf 
Finance Management Act. Material misstatements identified by the auditors were not 
adequately corrected, which resulted in the financial statements receiving a 
disclaimer audit opinion. 

56. The annual performance report did not contain a comparison of the performance of 
the municipality and of each external service provider with development priorities, 
objectives and performance indicators set out in its integrated development plan as 
required by section 46 of the Municipal Systems Act, 

Audit committee 

57. The audit committee did not function as required by section 166 of the Municipal 
Finance Management Act, in that: 

0 the audit committee did not review the anntifai financial statements 

0 the audit committee did not respond to the council on any issues raised by the 
Auditor-Genera! in the audit report 

a the audit committee did not meet at least four times a year. 

58. The audit committee did not advise the council of the municipality on the adequacy, 
reliability and accuracy of financial reporting and information as rrequired by section 
166(2)(a)(iv) of the Municipal Finance Management Act. 

59. The audit committee did not advise the municipa! council, the political office-bearers, 
the accounting officer and the management staff of the municipality on matters 
relating to compliance with the Municipa! Finance Management Act, the Division of 
Revenue Act and other applicable legislation as required by section 166(2)(a) of the 
Municipal Finance Management Act 

60. The municipality did not appoint and budget for a performance audit committee, nor 
was another audit committee utilised as the performance audit committee as 
required by Municipal Planning and Performance Management Regulation 14. 

81. The performance audit committee or another committee functioning as the 
performance audit committee did not perform the following as required by Municipal 
Planning and Performance Management Regulation 14: 

® meet at feast twice during the financial year 

e review the quarterly reports of the internal auditors on their audits of the 
performance measurements of the municipality 

o revnew the municipality's performance management system and make 

recommendations in this regard to the council of the municipality 

o submit an auditor’s report to the council regarding the performance 

management system at least tw/ice during the financial year. 


Procuremerot arid contract mao'cagement 

62. The municipality did not implement an SCM policy as required by section 1 1 1 of the 
MFIVIA. 

63. Awards were made to providers vi/hose tax matters had not been declared by the 
South African Revenue Service to be in order as required by SCM regulation 43. 

64. Awards were made to providers who are persons in the service of the municipaiity in 
contravention of SCM regulations 44. Furthermore, the providers failed to declare 
that he/she was in the service of the municipality as required by SCM regulation 
13(c). 

65. Persons in the service of the municipaiity who had a private or business interest in 
contracts awarded by the municipaiity failed to disclose such interest, as required by 
SCM regulation 46(2) (e). 

06, Goods and services with a transaction value of between RIO 000 and R200 OOO 
were procured without obtaining written price quotations from at least three different 
prospective providers as per the requirements of SCM regulation 17(a) & (c). 

67. Quotations were accepted from prospective providers who are not on the list of 
accredited prospective providers and do not meet the listing requirements prescribed 
by the SCM policy in contravention of SCM regulation 16(b) and 17(b). 

68. Invitations for competitive bidding were not always advertised for s required 
minimum period of days as per the requirements of SCM regulation 22(1) & 22(2). 

69. The preference point system was not applied in all procurement of goods and 
services above R30 000 as required by section 2(a) of the Preferential Procurernent 
Policy Frarnev^ork Act and SCM regulation 28(1 )(a). 

70. Construction contracts were avrarded to contractors that were not registered with the 
CIDB and in accordance with the prescripts of the Construction Industry 
Development Board. 

71. Goods and setvices of a transaction value above R200 000 were procured without 
inviting competitive bids as per the requirements of SCM regulation 19(a) and 36(1). 

72. Sufficient appropriate audit evidence could not be obtained that bid specifications 
were drafted by bid specification committees which were composed of one or more 
officials of the municipality as required by SCM regulation 27(3). 

73. Sufficient appropriate audit evidence could not be obtained that bids were evaluated 
by bid evaluation committees which were composed of officials from the 
departments requiring the goods or services and at least one SCM practitioner of the 
municipality as per the requirements of SCM regulation 28(2). 

Interinal audit 

74. Internal audit did not report to the audit committee on matters relating to compliance 
with the Municipal Finance Management Act, the Division of Revenue Act and other 
applicable legislation as required by section 165(2)(b) of the Municipa! Finance 
Management Act. 


75. 


The internal auditors of the municipality did not audit the pei'formance 
nieasurements on a continuous basis and/or did not submit quarteriy reports on their 
audits to the municipal manager and the performance audit committee as required 
by Municipal Planning and Performance Management Regulation 14. 

76. The internal audit unit did not function as required by section 165(2) of the Municipal 
Finance Management Act, in that; 

c internal audit did not prepare a risk-based audit plan and an interna! audit 
programme ter the financial year under review 

© internal audit did not report to the audit committee on the implementation of the 
internal audit plan 

© internal audit did not advise the accounting officer and report to the audit 
committee on matters relating to internal audit, internal controis, accounting 
procedures and practices, risk and risk management as vireli as loss control. 

Asset mmanagemieinit 

77. The accounting officer did not take afi reasonable steps to ensure that the 
municipality had and maintained a management, accounting and information system 
which accounts for the assets of the municipality as required by section 63(2){s) of 
the Municipal Finance Management Act 

78. The accounting officer did not take all reasonable steps to ensure that the 
municipality had and maintained an effective system of interna! control for assets 
(including an asset register) as required by section 63(2}(c) of the Municipal Finance 
Management Act 

Bycilgiet 

79. The adjustment budget of the rriunicipaiity was not approved by the council, as 
required by Municipal Budget and Reporting Regulation 25. 

80. The accounting officer did not always submit the monthly budget statements to the 
mayor and the relevant provincial treasury, as required by section 71(1) of the 
Municipal Finance Managemeait Act 

81. The mayor did not submit all quarterly reports to the council on the implementation 
of the budget and the financial state of affairs of the municipality within 30 days after 
the end of each quarter, as required by section 52(d) of the SViunicipal Finance 
Management Act 

82. The adjustment budget of the .municipality was not approved by the council, as 
required by Municipal Budget and Reporting Regulation 25. 

Revefiiue mas^agemeinfe 

83. Revenue received by the municipality was not always reconciled at least on a 
weekly basis, as required by section 64(2)(h) of the Municipal Finance Management 
Act 

84. The councii did not adopt and a tariff policy on the levying of fees for municipal 
ser\4ces provided by the municipality, contrary to section 74(1) of the Municipal 
Systems Act. 



86 - 

86 . 

37. 


A credit control and debt coitectlon policy was not adopted and implemented as 
required by section 96(b) of the Municipal Systems Act 

The council did not adopt a policy on the levying of rates on rateable property v^ithin 
the municipality as required by section 3(1) of the Property Rates Act. 


The accounting officer did not take all reasonable steps to ensure that the 
municipality had and maintained a management, accounting and information system 
which recognised revenue when it is earned / accounted for debtors / accounted for 
receipts of revenue, as required by section 64(2)(e) of the Municipal Finance ano 
Management Act. 


rrsiinisfer of fu side and conditio net grants 

}8. Sufficient appropriate audit evidence couid not be obtained that the allocations for 
conditional grants were utilised for the purposes stipulated in their respective 
schedules or Gazetted Division of Revenue Act framework, as required by section 
15(1 ) of the Division of Revenue Act 

39. The municipality did not always submit monthly reports to the transferring national 
officer the National Treasury and the Provincial Treasury on spending and finarra 
perfonmance in respect of the sitocations received for conditional grants. 
by section 1 1 (2){b) of the Division of Revenue Act and section 71(5} of the Municipai 

Finance Management Act 

The municipality did not always submit quarterly reports totlie transferring national 
officer or^ rion-financial performance in respect of the^ allocation received lor 
conditional grants as required by section 1 1 (2 )(g) of the Division of Revenue Act. 

The accounting officer did not evaluate the performance of the munidpslity in 
respect of programmes funded or partially funded by a achedule 4 allocation with n 
tv\/o months after the end of the fmancial year as required by section i i(6) oi the 
Division of Revenue Act. 


90. 


81. 


92. 


93. 


94. 


95 . 


The accounting officer did not take all reasonable steps to ensure thai. the 
municipality had and maintained an effective system of expenditure control, 
including procedures for the approval, authorisation, withdrawal and payrnent of 
funds, as required by section 65(2)(a) of the Municipal Finance Management Act. 

The accounting officer did not take all reasonable steps to ensure that the 
municipality had and maintained a management, accounting and information system 
which recognised expenditure when it was incurred, accounted for creditors of the 
municipality, accounted for payments made by the municipality, as required by 
section 65(2)(b) of the Municipal Finance Management Act 


The accounting officer did not take reasonable steps to prevent unauthorised, 
irregular, fruitless and wasteful expenditure, as required by section 62(1 ){d) of the 
Municipal Finance Management Act. 


The municipality did not recover unauthorised, 
expenditure from the liable person, as required 
Finance Management Act. 


irregular or fruitless and vi'asteful 
by Wlon 32(2) of the Municipal 


96. Money owing by the munidpaltiy was not always paid within 30 days ot receiving sn 
invoice or statement, as required by section 65{2)(e) of the Municipal Finance 
Management Act. 

IMTERNAL CONTROL 

97. In accordance with the PAA and in terms of General Notice 1111 of 2010, issued in 
Government Gazette 33872 of 15 December 2010, I consider internal control 
relevant to my audit, but not for the purpose of expressing an opinion on the 
effectiveness of internal control. The matters reported below are limited to the 
significant deficiencies that resulted in the basis for the disclaimed opinion, the 
findings on the annual performance report and the findings on compliance with laws 
and regulations are included in this report. 


teadlGBship 

98. The accounting officer did not provide effective leadership based on a cuitut^ of 
honesty, ethical business practices and good governance, protecting and enhancing 
the Interests of the entity, furthermore oversight responsibility regarding financial and 
performance reporting and compliance and related internal controls is lacking within 
the municipality. There are no formal structures or tone at the top to guide and 
enforce effective municipal operations. There Is no effective HR management to 
ensure that adequate and sufficient skilled resources are in place and ttiai 
performance of all municipal officials is monitored. 

99. The municipality also did not prepare a report on predetenmined objectives in_ the 
prior year and no interna! auditing of the- current reporting on predetermined 
objectives was conducted, resulting In undetected material errors and non- 
compliance matters during the current year under review, 

100. There is no indication that the accounting officer has established, updated and 
communicated policies and procedures to enable and support the understanding 
and execution of internal control object! ve.s, processes, and responsibilities v#.h[n 
the municipaiity. 

101. The accounting officer did not develop and monitor the implementation of action 
plans to address internal control deficiencies. There was no oversight responsibifity 
within the municipality and measures taken in ensuring that prior period issues are 
completely addressed and no monitoring of measures taken were exercised to 
ensure that the prior period audit opinion is minimised. 

Fmaociat and performance management 

102. The accounting officer did not prepare regular, accurate and complete financial and 
performance reports that are supported and evidenced by reliable information, 
review and monitor compliance with laws and regulations. Proper record keeping 
was not implemented in a timely manner to ensure that complete, relevant and 
accurate information is accessible and available to support financial and 
performance reporting. 

103. There were also no controls, monitoring and review over daily and monthly 
processing and reconciliation of transactions. 


/ 


iSovemaiiTice 

104. The shared service audit committee did not ensure that there is an adequate 
resourced and functioning Internal audit unit that identifies internal controt 
deficiencies and recommends corrective actions effectively. 

105. Appropriate a risk management activity was not implemented to ensure that regular 
risk assessments, including consideration of IT risks and fraud prevention, are 
conducted and that a risk strategy to address the risks is developed and monitored. 

106. The audit committee did not promote accountability and sen/ice delivery through 
evaluating and monitoring responses to risks and providing oversight over the 
effectiveness of the internal control environment, including financial and 
perfornrtance reporting and compliance with laws and regulations. 


Kimberley 
17 February 2012 
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